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MESSAGE TO THE STOCKHOLDERS 




May 11, 1967 


Dear Stockholder: 


We are pleased to report that your corporation's volume reached $43,249,000 during the fiscal year 
which ended February 28, 1967, the highest in its 50 years of operation, compared with $39,498,000 in 
1966, and $35,258,000 in 1965. 

In line with the experience of many retail corporations, while our volume increased, profit 
decreased because of increased expense. As a result, our profit was $1,567,930 before taxes, and 
$1,001,930 after tax provision for the fiscal year ended February 28, 1967, compared with $2,079,114 
before taxes, and $1,307,114 after tax provision for the fiscal year ended February 28, 1966. 

Adding to our cost during the past fiscal year were 14 new units with opening costs exceeding 
$85,000, and the closing of seven nonprofitable units which resulted in write-offs or losses of approxi¬ 
mately $191,000. Because of a broadening of our Employee Pension Fund to cover a greater number 
of employees, an additional cost of $75,000 was incurred. Increased interest costs of borrowed funds 
totalling $219,000 also tended to reduce our profits. 

The aforementioned figures produced 79 cents per share earnings for the fiscal year ending 
February 28, 1967, as against $1.03 in 1966. 

The increased cost of doing business this past year, some of which is nonrecurring, is the real 
reason for the decrease in our net profit. We are not pleased with these results, and despite the rising 
cost of doing business, we are minimizing expenses wherever possible and trying to create an improved 
sales mix in order to increase the profit for the benefit of our stockholders. 

Our dividend policy was maintained at a recent meeting of our Board of Directors. Therefore, the 
regular quarterly dividend of I 2 V 2 cents per share was declared payable June 15, 1967 to stockholders 
of record on June 1, 1967. 

We look forward to the balance of this calendar year for business to be more voluminous and 
profitable in view of the fact that we are operating 158 jewelry stores, 29 Tweed Shops, and eight 
leased departments at present. Eight older stores are currently being remodeled. Our plans call for the 
opening of 11 additional jewelry stores, three Tweed Shops, and four more leased departments in 1967. 
For the calendar year 1968, plans are being made to open 21 new retail units. 

We believe that the expansion, the betterment of location, and the change of the sales mix will 
create increased profits in the coming fiscal year. 


Sincerely, 
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FINANCIAL HIGHLIGHTS 

FOUR YEAR SUMMARY 



2/28/67 

2/28/66 

2/28/65 

2/29/64* 

Gross revenue . 

$43,249,377 

$39,497,881 

$35,258,415 

$21,861,578 

Net earnings, before 

federal income taxes. 

$1,567,930 

$2,079,114 

$1,204,517 

$888,390 

Federal income tax provision .. 

$566,000 

$772,000 

$430,000 

$234,300 

Net earnings. 

$1,001,930 

$1,307,114 

$774,517 

$654,090 

Number shares outstanding, 
end of year. 

1,273,586 

1,271,488 (1) 

1,271,488 (1) 

1,271,488 (1) 

Book value per share. 

$11.08 

$10.73 

$9.97 

$9.42 

Net earnings per share. 

$0.79 

$1.03 

$0.61 

$0.51 

Number retail units open, 
end of year. 

188 

181 

149 

100 


* eight month period 

(7) adjusted to reflect 5% stock dividend issued March 15, 7966 and 2 for 7 stock split 


PERCENTAGE ON DOLLARS OF GROSS VOLUME 
FOR THE FISCAL YEAR ENDED FEBRUARY 28, 1967 


Occupancy, cost of goods sold and other operating 
expenses . $32,575,450 or 75.3% 

Total Wages Paid. $9,080,646 or 21.0% 

Taxes On Profit. $668,773 or 1.5% 
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ASSOCIATED 
CALIFORNIA 
STORES 

Buena Park 
Burbank 
Canoga Park 
Daly City 
Hayward 2 
Lakewood 
Long Beach 
Los Angeles 2 
Oakland 
Redondo Beach 
Sacramento 3 
San Diego 3 
San Francisco 
San Jose 2 
San Leandro 
San Mateo 
Santa Rosa 
Stockton 
Sunnyvale 
Van Nuys 
West Covina 


RETAIL OPERATIONS AND PLANS 
SUMMARY OF... 


NUMBER OF UNITS 


RETAIL OUTLETS 

FEBRUARY 28, 1967 

Proposed Plans 

Fiscal Year Beginning 
MARCH 1, 1967 

Proposed Plans 

Fiscal Year Beginning 
MARCH 1, 1968 


Stores Operating 

153 

Stores Operating 

153 

Stores Operating 

167 

RETAIL JEWELRY 



Leases Committed 


Leases Committed 


OUTLETS 



To Open in 1967 

14 

To Open in 1968 

5 


Total Stores 

153 

Total Stores 

167 

Total Stores 

172 


Stores Operating 

28 

Stores Operating 

28 

Stores Operating 

34 

LADIES 



Leases Committed 


Leases Committed 


APPAREL 



To Open in 1967 

6 

To Open in 1968 

4 


Total Stores 

~28 

Total Stores 

”34 

Total Stores 

~38 


Departments 


Departments 


Departments 


1 FASFD FINF 

Operating 

7 

Operating 

7 

Operating 

12 

ll/ajll/ iiiil 



Leases Committed 


Leases Committed 


JEWELRY DEPARTMENTS 



To Open in 1967 

5 

To Open in 1968 

8 


Total Departments 7 

Total Departments 

~12 

Total Departments 

20 

TOTAL UNITS 

188 

213 

230 
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KAY JEWELERS 

SERVING AMERICA 
COAST-TO-COAST 



For more than fifty years, Kay Jewelry Stores, Inc. 
has functioned as a national organization of 
integrity and progress. We express our appreci¬ 
ation to our customers, shareholders, Directors, 
staff and employees for helping us achieve our 
present position. 


More than a half century of serving America with the finest 




















Kay Jewelry Stores, Inc. and associated 
stores are located in the following cities 
from coast-to-coast. 


COLORADO 

Denver 

CONNECTICUT 
Hartford 
New Britain 
Norwich 
Waterbury 
DELAWARE 
Wilmington 
DISTRICT OF 
COLUMBIA 
Washington 7 
FLORIDA 
Fort Myers 
Jacksonville 2 
Lakeland 
Leesburg 
Palatka 
Sarasota 
Winter Park 
GEORGIA 
Athens 2 
Atlanta 4 
Decatur 
Marietta 
ILLINOIS 
Peoria 

Springfield 2 
INDIANA 
Evansville 2 
Fort Wayne 4 
Hammond 
Indianapolis 5 
KENTUCKY 
Louisville 4 
Pleasure Ridge Park 
MARYLAND 
Baltimore 9 
Hagerstown 
Hyattsville 2 
Wheaton 
MASSACHUSETTS 
Boston 
Brockton 2 
Greenfield 
Lawrence 
Lynn 

New Bedford 
North Adams 
Quincy 


Salem 
Springfield 
Waltham 
Westfield 
Worcester 
NEBRASKA 
Omaha 
NEW JERSEY 
Audubon 
Cherry Hill 
Jersey City 2 
NEW MEXICO 
Albuquerque 
NEW YORK 
Albany 4 
Auburn 
Batavia 

Binghamton 2 

Bronx 

Brooklyn 2 

Buffalo 

Endicott 

Fulton 

Glens Falls 

Gloversville 

Hudson 

Ithaca 

Jamaica, L.l. 

Jamestown 

Kingston 

Latham 

Middletown 

New York 3 

Norwich 

Oneonta 

Oswego 

Port Jervis 

Poughkeepsie 

Rochester 4 

Rome 

Syracuse 2 

Troy 

Utica 

Valley Stream, L.l. 

Watertown 

Yonkers 

NORTH CAROLINA 

Charlotte 3 
Fayetteville 
Greensboro 2 


Winston-Salem 3 
OHIO 
Akron 
Cleveland 
Columbus 6 
Elyria 

OKLAHOMA 

Duncan 
Midwest City 
Oklahoma City 4 
Shawnee 
PENNSYLVANIA 
Allentown 2 
Altoona 2 
Greensburg 
Indiana 
Johnstown 2 
King of Prussia 2 
‘ Lancaster 
McKeesport 2 
Monroeville 
Pittsburgh 8 
Plymouth Meeting 
Reading 
York 

RHODE ISLAND 

Providence 

TENNESSEE 

Alcoa 

Chattanooga 2 
Clarksville 
Knoxville 
Madison 
Nashville 
Oak Ridge 
TEXAS 
Abilene 

Corpus Christi 2 
Lubbock 
Odessa 
Sherman 

VERMONT 

Rutland 
VIRGINIA 
Alexandria 
Arlington 
WEST VIRGINIA 
Charleston 
Huntington 


merchandise ...at the most reasonable prices... 







Benton J. Pumpian 


TWEED SHOPS 


The Tweed Shops have grown in number since 
Kay Jewelry Stores, Inc. acquired these high 
fashion, ladies casual wear shops in October, 
1965. Five new stores have been opened since 
then and nine more are planned for the future. 
All of these attractive shops are scheduled to 
open in new, prestigious suburban shopping 
centers. The Tweed Shops are under the direc¬ 
tion of Messrs. Joseph E. Miles and Benton 
J. Pumpian. 



James H. Levi 
Vice President 

LEON LEVI, INC 

Leon Levi, Inc. is one of the 
nation's largest jewelry operations 
in volume of buying and adver¬ 
tising. Kay Jewelry Stores, Inc. 
acquired this operation on Dec. 1, 
1965. It has since proved to be a 
valuable and profitable acquisition. 



Entrance and display windows of attractive Tweed Shop. 


Interior view of smartly decorated Tweed Shop. 




























CONSTANT UPGRADING OF 

MERCHANDISE AND DISPLAY 


Our Merchandising, Advertising and Display Departments have combined their efforts toward 
constant upgrading. Exciting new merchandise, new display techniques, prestige advertising 
and luxurious new stores all have created an increasingly desirable image of Kay Jewelry 
Stores. 



This exclusive Carousel Display Case was conceived and designed by our staff. We 
hold the design patent on this unique, revolving display. 



New, attractive window signs enhance the display. 



Another appealing display. 


NEW DISPLAY 
IMAGE 

Under the guidance of Ted Galentine, 
Director of Advertising and Display 
Creation,window displays developed 
a new, luxurious look. All signs, 
tickets, backgrounds and colors are 
coordinated to form a unified and 
appealing whole. Display produc¬ 
tion, headed by Mr. Edmund Heinly, 
produces all signs and window 
buildups. Mr. Robert Malay, Store 
Display Supervisor, instructs Man¬ 
agers how to achieve the new, opu¬ 
lent look. 
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executive headquarters 

KAY JEWELRY STORES, INC. 

The Home Office from which all retail operations are controlled 

Our complete management staff, and Officers are located in our Wash¬ 
ington, D. C. executive office building. Here you will find our Divisional 
General Managers, Supervisors, Accounting Department, Advertising 
Department, Buying Office, Legal Division, Personnel and Real Estate 
Departments. 




DIVISIONAL GENERAL MANAGERS 



SAUL FELD HOWARD A. JOFFA MORRIS NUSSBAUM MELVIN R. RUDOLPH EDMOND J. TAYLOR 
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Introducing our Executive Staff... 



JOEL S. KAUFMANN 
Treasurer 


SIMON HIRSHMAN 
Secretary and Counsel 


JAMES R. STONER 
Counsel 


TED GALENTINE 
Director of Advertising 
and Display Creation 



HAROLD G. SCHRAGER 

GLENN W. STANGELAND 

DONALD E. HUDSON 

FRANK C. HAMILTON 

Assistant to the President 

General Merchandising 

Manager 

Controller 

Personnel Director 



JOSEPH M. WHITWORTH 
Engineering Design and 
Construction 


ARMAND O. MICHAUD 
Director of Advertising 
Production 


EDMUND J. HEINLY 
Manager of Display 
Production 


JAMES S. BUGG 
Fairfax Industries 
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STORES, INC. 


KAY JEWELRY 

CONSOLIDATED 


February 28 


ASSETS 

CURRENT ASSETS: 

19 6 7 

19 6 6 

Cash. 

Accounts and notes receivable (Note D): 

Customer instalment balances (a portion of 

.$ 777,311 

$ 931,761 

which is due after one year) . 

.$16,199,099 

$17,380,310 

Trade accounts and notes. 

. 1,027,574 

893,948 


$17,226,673 

$18,274,258 

Less allowances for doubtful balances. 

. 925,800 

1,051,600 

Merchandise inventories—at the lower of 
cost or market, as determined principally 

$16,300,873 

$17,222,658 

by the retail inventory method. 

.$13,415,473 

$11,775,017 

Prepaid expenses. 

. 273,633 

194,934 

TOTAL CURRENT ASSETS . 

OTHER ASSETS: 

Investments in, and advances to, associated 

$30,767,290 

$30,124,370 

companies (Note A) . 

Cash surrender value of insurance on lives 

.$ 355,357 

$ 350,322 

of officers. 

. 325,465 

306,747 

Unamortized’discount on 5Vfe% (Note D). 

Cost in excess of net assets of businesses 

. 42,437 

53,900 

acquired (Note B) . 

. 1,378,032 

1,352,435 

Miscellaneous . 

. 170,766 

189,731 

PROPERTY AND EQUIPMENT—at cost: 

$ 2,272,057 

$ 2,253,135 

Land . 

.$ 127,039 

$ 50,000 

Building and building improvements. 

. 337,352 

337,602 

Leasehold and leasehold improvements . 

. 1,710,545 

1,679,727 

Furniture and fixtures. 

. 2,454,931 

2,594,617 

Automobiles . 

. 7,591 

7,591 


$ 4,637,458 

$ 4,669,537 

Less accumulated depreciation. 

. 2,154,984 

2,171,515 


$ 2,482,474 

$ 2,498,022 

$35,521,821 

$34,875,527 


See notes to financial statements 























































and Subsidiary Companies 

BALANCE SHEET 

February 28 

LIABILITIES AND STOCKHOLDERS' INVESTMENT 1 9 6 7 1 9 6 6 


CURRENT LIABILITIES: 


Notes and loans payable (Note D): 


Commercial finance company. 

Current portion of long-term debt.. 

Dividends payable.. 

Trade accounts payable . 

Accrued salaries and interest. 

Current federal and state income taxes 

(Note C) . 

Deferred federal income taxes (Note C) . 

Other taxes . 

TOTAL CURRENT LIABILITIES. 

. $ 7,876,704 

. 358,265 

. 159,627 

. 2,608,097 

. 403,025 

. 601,713 

. 3,096,402 

. 592,339 

. $15,696,172 

$ 8,101,431 
357,803 
108,947 
1,825,644 
493,101 

111,983 

3,087,402 

448,481 

$14,534,792 

LONG-TERM DEBT, less current portion (Notes D and G):. 

. $ 4,837,253 

$ 5,195,618 

MINORITY INTERESTS IN SUBSIDIARY COMPANIES: 

Preferred stock . 

Common stock equity . 

. $ 392,628 

. 484,878 

$ 877,506 

$ 429,332 

1,070,372 

$ 1,499,704 

STOCKHOLDERS' INVESTMENT: 

Capital stock, par value $1 per share (Note E): 

Authorized, 2,000,000 shares 

Issued 1,468,732 shares and 734,366 shares 

less held in treasury, 195,146 shares, and 98,622 shares . 

Additional paid-in capital . 

Retained earnings (Note D) . 

. $ 1,273,586 

. 10,124,395 

. 2,712,909 

$ 635,744 

10,751,372 
2,258,297 


$14,110,890 

$35,521,821 

$13,645,413 

$34,875,527 


See notes to financial statements 
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KAY JEWELRY 


STATEMENT OF CONSOLIDATED EARNINGS 


INCOME: 

Net sales (including $678,881, and $1,692,355, 

to associated companies). 

Service fees, dividends, interest, and other income 


STORES, INC 


Year Ended February 28 


1967 1966 


$40,633,884 

2,615,493 

$43,249,377 


$36,778,503 

2,719,378 

$39,497,881 


COSTS AND EXPENSES: 

Cost of sales (including buying and occupancy 

expenses) .$26,505,226 

Administrative, publicity, and selling expenses. 13,108,213 

Provision for doubtful accounts . 980,546 

Interest expense . 1,062,111 

Earnings applicable to minority interests in 

subsidiary companies . 25,351 

$41,681,447 

EARNINGS BEFORE TAXES ON INCOME.$ 1,567,930 

Provision for federal income taxes (Note C): 

Current .$ 557,000 

Deferred . 9,000 

$ 566,000 

NET EARNINGS. $ 1,001,930 


$23,610,935 

11,985,142 

918,994 

843,020 


60,676 


$37,418,767 

$ : 

2,079,114 

$ 



772,000 

$ 

772,000 

$ ‘ 

1,307,114 


STATEMENT OF CONSOLIDATED RETAINED EARNINGS Year Ended February 28 



19 6 7 

19 6 6 

Balance, March 1 . 

. $ 2,258,297 

$ 1,941,006 

Add net earnings for the year. 

. 1,001,930 

1,307,114 


$ 3,260,227 

$ 3,248,120 

Deduct dividends paid (adjusted for two for one stock split): 



Cash dividends—1967, 43 cents per share; 

1966, 28 cents per share. 

. $ 547,318 

$ 335,909 

Stock dividend—5%, 60,530 shares at fair 
market value . 


653,914 


$ 547,318 

$ 989,823 

Balance, February 28. 

. $ 2,712,909 

$ 2,258,297 


See notes to financial statements 






























































and Subsidiary Companies 


STATEMENT OF CONSOLIDATED ADDITIONAL PAID-IN CAPITAL Year Ended February 28 



19 6 7 

19 6 6 

Balance, March 1 . 

Add: 

.$10,751,372 

$10,127,723 

Excess of selling price over par value of 

2,100 treasury shares sold under employee 

stock option plan . 

Excess of market value over par value of 

60,530 shares issued as a stock dividend. 

. 9,815 

623,649 


$10,761,187 

$10,751,372 

Less amount transferred to capital stock, par 
value of shares issued as two for one 

stock split . 

. 636,792 


Balance, February 28. 

.$10,124,395 

$10,751,372 


See notes to financial statements 


TOUCHE, ROSS, BAILEY & SMART 


815 CONNECTICUT AVENUE, N.W. 
WAS HI NOT ON, 0. C. 20 0 06 

May 11, 1967 

Stockholders and Board of Directors, 

Kay Jewelry Stores, Inc., 

Washington, D. C. 


We have examined the consolidated balance sheet of Kay Jewelry Stores, 
Inc. and subsidiary companies as of February 28, 1967, and the related con¬ 
solidated statements of earnings, retained earnings, and additional paid-in 
capital for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly Included such tests of 
the accounting records and such other auditing procedures as we considered 
necessary in the circumstances. 

In our opinion, the financial statements referred to above present 
fairly the consolidated financial position of Kay Jewelry Stores, Inc. and 
subsidiary companies at February 28, 1967, and the consolidated results of 
their operations for the year then ended, in conformity with generally accepted 
accounting principles applied on a basis consistent with that of the preceding 
year. 




Certified Public Accountants 



































KAY JEWELRY STORES, 

Notes To Financial Statements 


The accompanying consolidated financial statements include the financial statements of 
Kay Jewelry Stores, Inc. and its majority-owned subsidiary companies. 


i 


A. Investments in, and advances to, associated companies: 

The items included under this caption consist of loans ($88,660) and investments ($266,697) in the capital stock of 
10 associated store corporations. The*equity in the net assets of these store corporations amounted to approximately 
$381,000 at June 30,1966, the fiscal year end of the associated companies. 


B. Cost in excess of net assets of businesses acquired: 

The Company has made certain acquisitions which have been accounted for as purchases. In the opinion of manage¬ 
ment there is no present indication that the excess of cost over the related net assets acquired has a limited or readily 
determinable life and, in accordance with generally accepted accounting principles, such excess is not being amortized. 

C. Federal income taxes: 

Gross margin on instalment sales is taken into income at the time the sales are made, that is, on the accrual basis. 
Provision for federal income taxes is made on such gross margin, including that portion deferred for federal income tax 
purposes. 

For the year ended February 28, 1967, federal income taxes were computed on an individual basis for each company 
included in the consolidated financial statements. When a company incurred a loss, a tax credit was recorded as an 
adjustment of deferred federal income taxes accrued in prior years. To the extent that loss carry-overs were in excess of 
deferred income, no tax effect of the excess loss was recorded in the current year. 

At February 28, 1967, subsidiary companies had loss carry-overs in excess of deferred income aggregating $135,000, 
which are available for carry-over to future years. 

The Company filed a consolidated tax return for the year ended February 28, 1966 which required no payment 
because of the application of prior years' operating losses carried forward. 


D. Notes payable and long-term debt: 

Long-term debt consisted of the following: 

5V2 % note payable, due in equal annual instalments of $350,000 to April 1, 1974 .... 
4V2% mortgage payable, due in quarterly instalments of $4,063 on account of 

principal and interest* until maturity in 1976 . 

51 / 2 % subordinated debenture bonds, due in twelve equal annual instalments 

beginning September 1, 1968 . 

5V£% subordinated debenture bonds, due in twelve equal annual instalments 

beginning December 1, 1969 . 

TOTAL.. 

Less current portion . 

Long-term debt . 


February 28 


19 6 7 

19 6 6 

$2,900,000 

$3,250,000 

180,518 

188,421 

1,315,000 

1,315,000 

800,000 

800,000 

$5,195,518 

$5,553,421 

358,265 

357,803 

$4,837,253 

$5,195,618 


All accounts and notes receivable have been assigned as collateral for the 5 l /2% note payable and the notes payable 
to the commercial finance company. The loan agreements contain certain limitations relative to, among other things, the 
payment of cash dividends, purchase of the Company's capital stock, maintenance of consolidated current assets, as well 
as the maintenance of a ratio of customers' accounts receivable to outstanding notes payable. The amount of retained 
earnings of the Company available for dividends at February 28, 1967 was approximately $1,200,000. 


E. Stock options: 

The Company has a restricted stock option plan and a qualified stock option plan for the benefit of key employees. 
At February 28, 1967 options were outstanding under both plans for the purchase of 94,500 shares at prices equal to the 
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and Subsidiary Companies 

Notes To Financial Statements 

The accompanying consolidated financial statements include the financial statements of 
Kay Jewelry Stores, Inc. and its majority-owned subsidiary companies. 


market price at the date of grant (18,900 at $5.18 per share, and 75,600 at $8.57 per share). Options for the purchase of 
34,020 shares were exercisable at February 28, 1967 and the remaining options become exercisable on December 3,1967. 

There are 3,150 additional shares reserved for the granting of future options. 

During the year ended February 28, 1967, no options were granted; options for the purchase of 3,150 shares were 
cancelled, and options for the purchase of 2,100 shares at a price of $5.18 per share were exercised. 

The Company has granted five-year options to purchase 52,500 shares of the Company's capital stock to the President 
of the Company. The option price is $4.72 a share, 110% of the market price at the date of grant, July 13,1962. All such 
options to purchase shares are currently exercisable. 

The above shares have been adjusted for the two for one stock split. 

F. Long-term leases: 

The Company leases store properties used in its regular operations. Rent expense under such leases during the year 
ended February 28, 1967 amounted to $1,835,000. Of this amount $1,713,000 represented minimum annual rentals, and 
the balance represented additional payments based primarily on sales. 

The average minimum annual rental on a consolidated basis by five-year periods for the succeeding fifteen years are 
approximately as follows: $1,174,000 in 1968-72, $401,000 in 1973-77, and $64,000 in 1978-82. There are no leases which 
extend beyond this period. 

In addition, on most leases the Company pays taxes, insurance and maintenance costs. 

G. Contingencies: 

The Internal Revenue Service has assessed deficiencies of federal income taxes aggregating approximately $180,000 
for the years ended June 30,1960 and June 30, 1961. Subsequent to February 28, 1967, the Company paid certain of the 
deficiencies and filed claims for the refund thereof. If the claims are denied, suits will be instituted for recovery of 
amounts paid. The remaining deficiencies which were not paid will be contested in the Tax Court. 

At February 28, 1967, no amounts have been provided for such deficiencies, because in the opinion of the Company 
and its legal counsel, substantial recovery will be made of the deficiencies since paid and amounts ultimately found to be 
due in connection with the other deficiencies to be contested will not be significant. 

Federal income tax returns of the Company for the years ended June 30,1962 and June 30, 1963 are currently under 
examination by the Internal Revenue Service. 

1328 Realty Co., Inc., a wholly-owned subsidiary of Kay Jewelry Stores, Inc., is primarily, liable for the mortgage in 
the amount of $361,036 on land, building and building improvements leased to the parent company under a lease 
expiring in June, 1978. This property is owned as a joint venture by 1328 Realty Co., Inc. and Kay Jewelry Stores Pension 
Trust. 

The Company is a defendant in a lawsuit in connection with a lease. During the year ended February 28, 1967, the 
suit was decided in favor of the Company and is presently being appealed. In the opinion of the Company and its legal 
counsel, the lawsuit is without substantial merit and the amount of liability, if any, will not materially affect the financial 
status of the Company. 

H. Pension Plan: 

Effective July 1, 1966 the Company adopted a contributory pension plan covering all employees. 

The total pension expense for the year ended February 28, 1967, was $151,221. The unfunded past service liability, 
which is estimated to be $1,900,000 at February 28, 1967, is presently being amortized and funded over a period of 
30 years. 

I. Acquisition: 

Subsequent to February 28, 1967, the Board of Directors voted to acquire the stock of Homer Optical Company for 
$116,000 cash and $284,000 of debt obligations. 
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For countless centuries 


DIAMONDS 


have outlasted passing fashion... 
have always kept their 
magnificence and value ... 





HOW TO BUY A DIAMOND 


You will want the finest and loveliest diamond 
you can afford. Kay Jewelry Stores or any other 
trusted jeweler can guide you in the selection 
of color, clarity, cut and carat weight, as these 0 
determine the value of your diamond. 



l /2 carat 
(50 points) 
$100 to $1000 



1 carat 
(100 points) 
$249 to $2000 



2 carats 
(200 points) 
$600 to $5000 


Prices vary according to quality. 
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Peerless performance matched to unsurpassed elegance ... 


one of the finest watches in the world 

since 7797 

PAUL BREGUETTE 

unconditionally guaranteed for five years 

One of the few watches in the world with a minimal time 
variation of 5 to 8 seconds a week. The beauty and pre¬ 
cision of these timepieces have been achieved by hours 
of painstaking craftsmanship. The finest Swiss tradition of 
superb watchmaking is represented by the unsurpassed 
Paul Breguette. 


Five Year Guarantee 

All Paul Breguette watches will be kept in excellent 
running order and all broken, worn and defective parts 
will be replaced at no cost to the original purchaser for 
five years from date of purchase with no charge for labor. 























